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NOTES AND MEMORANDA. 



SOME RECENT TEXT-BOOKS IN ECONOMICS. 

The last few months have been prolific in text-books in 
economics for use in the general introductory courses usu- 
ally given in American colleges. In addition to Professors 
Gide, Flux, and Seager, whose works are considered in the 
present article, 1 Professor Nicholson has brought out in one 
volume an abridgment of his larger work, and, while this 
notice is in course of preparation, Professor Fetter's Prin- 
ciples of Economics is announced. In view of the consid- 
erable number of text-books already in the field this ac- 
tivity in publication, for the most part the outgrowth of 
the work of actual instruction, is a gratifying index of the 
wide-spread interest in economics and of activity among its 
students and teachers. 

There is doubtless a considerable variety of opinion in 
regard to the requisites for a good elementary text-book in 
economics. All, however, would agree that such a book 
should be marked by accuracy in its statement of facts 
and by simplicity and clearness in its language and style. 
Among those, at least, who have felt the influence of the 
historical school and who realize that the elementary col- 
lege course must be directed not only to laying the founda- 
tions for future specialists, but to meeting the needs of 
students for whom the course will constitute the whole or 
the major portion of their work in this field, there would, 

1 Principles of Political Economy. By Charles Gide. Second American edi- 
tion, entirely retranslated from the latest French original and adapted to the use 
of American students by C. William A. Veiditz, Ph.D., LL.B. Boston: D. C. 
Heath & Co. 1904. 

Economic Principles: An Introductory Study. By A. W. Flux, MA. London: 
Methuen & Co. 1904. 

Introduction to Economics. By Henry Rogers Seager. New York: Henry 
Holt & Co. 1904. 
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probably, be general agreement that it should render the 
following services. It should familiarize the student with 
the main facts of the structure and mechanism of modern 
economic life, and make clear both their foundation in the 
existing legal and social system and the state of the indus- 
trial arts, and the fact that they are not fixed and unalter- 
able, but are products of economic history, and in more or 
less constant process of change. The student's knowledge 
of these facts cannot safely be assumed, and there can 
hardly be a question that in the past too little attention 
has been given to this branch of the subject. It should, 
secondly, present an analysis of the main influences deter- 
mining the working of the economic system as above de- 
scribed; that is, of the influences which determine the pro- 
duction, distribution, exchange, and consumption of wealth. 
Here the lack of agreement among economists as regards 
definitions and analysis necessitates a choice between two 
methods of treatment. The writer may either present his 
own views, thereby gaining in consistency and definiteness, 
but running the danger of conveying to the student a false 
sense of the simplicity of the subject and the finality of his 
knowledge; or, if there is a divergence in the views of dif- 
ferent schools of thinkers, he may undertake to present the 
views of each, thereby contributing to the student's broad- 
mindedness and breadth of view, at the cost, however, of 
a sense of vagueness and consequent discouragement on 
his part. For an ample discussion of divergent views on 
questions of economic theory such as would enable the stu- 
dent to reach his own conclusions, an elementary course 
in economics affords no time. Finally, such a book should 
present in outline a view of the more important practical 
problems in the life of society in the solution of which eco- 
nomic considerations are dominant. Since unanimity of 
opinion is never to be expected in connection with questions 
of policy, as it is in the field of scientific analysis, reasons 
for the presentation of divergent views are much stronger 
here than they are in connection with the previous division 
of the work. The acceptance of the above as the requisites 
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for a good text-book in elementary economics does not, of 
course, involve uniformity in the treatment of the subject 
by different writers. In addition to the differences grow- 
ing out of divergent views on economic theory there is 
room for important differences of treatment, both as re- 
gards the relative emphasis laid on the different aspects of 
the subject and the manner in which they are treated with 
reference to each other. Some will keep separate the three 
divisions mentioned above, and others will mingle the de- 
scriptive matter and discussion of practical problems with 
the discussion of economic theory. 

It is with reference to the standard established by these 
requisites that the characteristics of the three books under 
consideration will be measured. The books which offer the 
most striking contrast are those of Professors Gide and Pro- 
fessor Flux. The earlier edition of Professor Gide's work 
is familiar, and has been widely used in this country. The 
present edition differs from its predecessor in that it has 
been edited by the translator with special reference to the 
needs of American students. We find here the time-hon- 
ored divisions of production, exchange ("circulation of 
wealth"), distribution, and consumption treated in the order 
mentioned, the whole divided into chapters and sections 
of convenient length with reference to its use for teaching 
purposes. The style is easy, clear, and attractive; and the 
treatment is elementary in character. The work is full of 
matter descriptive of the existing industrial system, its 
evolution is sketched, and the significance of its funda- 
mental characteristics, such as private property, freedom 
of contract, and competition, pointed out. It is also made 
clear that the evolutionary process has not ceased, the 
author (p. 641) expressing his own opinion that "economic 
evolution seems to point to the ultimate elimination of the 
class of employers and entrepreneurs as well as the aboli- 
tion of the wage system." Questions of economic policy 
are discussed with great fulness and in an eminently fair- 
minded and suggestive manner. The weakness of the book 
is distinctly on the side of economic theory. This is due in 
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part to inadequacy of treatment. Of the 213 pages devoted 
to the circulation of wealth, eight (pp. 188-196) are given 
to the discussion of the influences which determine the ex- 
change value of commodities ; and these are far from satis- 
factory, — vague, inconclusive, and including an apparent 
misconception of the law of demand and supply as it 
has been generally accepted. The space devoted to the 
discussion of the influences which determine the shares in 
distribution is not so inadequate, and is much more satis- 
factory; but the treatment of wages affords an illustration 
of the dangers of the method described above, — of substi- 
tuting for the author's own analysis the views which have 
characterized important schools of thought. Thus Pro- 
fessor Gide briefly explains and criticises the wage-fund 
theory, the iron law of wages, and the productivity theory, 
and reaches as a result of his discussion the conclusion (p. 
514) "that there is probably not one determinant of wages 
but several, operating with varying degrees of influence at 
different times and under different circumstances. All the 
forces that influence the value of merchandise also affect 
the value of manual labor." But what these determinants 
are, what is their relative importance and relation to each 
other, and in what way they are affected by time and 
circumstances, we are not told. 

While his discussion of some of the fundamental concepts 
of economics — for example, value and its relation to utility 
and labor (pp. 49-64) — is excellent, there is in many in- 
stances a lack of clearness and precision, both in definition 
and conception, of certain fundamental facts and processes, 
which results in vagueness and, not infrequently, in incon- 
sistencies. Although on page 77 it is stated that "to make 
useful a thing that was not useful before, is the whole secret 
of productiveness," and that trade is productive when it is 
nothing more than transferring a thing to a person who 
will utilize it, the author evidently has a lingering feeling 
that trade and transportation are not as truly productive 
as other branches of industry; for on page 140 he speaks 
of storekeeping as among the "least productive" occupa- 
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tions, while on page 105 we find that "it would hardly be 
true to say that steam, when applied to transportation, has 
multiplied products." In the section on the formation of 
capital the idea that formation of capital is based upon 
saving is ridiculed. "Although saving plays a part, and 
an important one, in consumption, we do not perceive 
what it has to do with production" (p. 131), yet on page 
145 we find that "in an old country, where saving is an es- 
tablished habit and in which savings are accumulated with 
increasing rapidity, . . . capital must ultimately be accu- 
mulated in large quantities"; and in the discussion of col- 
lectivism we are told (pp. 474, 475) that "there are in 
this country millions of large and small capitalists, espe- 
cially the latter, who altogether save many millions of 
dollars each year, who perform the exceedingly important 
economic function of maintaining and increasing the riches 
and prosperity of the nation, and augmenting its supply 
of productive capital." 

It would sometimes seem as if his environment made it 
particularly difficult for a Frenchman to comprehend ac- 
curately Malthus's theory of population. Professor Gide is 
no exception to the rule. 

He states Malthus's theory as follows : " Population tends 
to increase more rapidly than the means of subsistence." But 
why not give Malthus's own statement of his principle, as 
summarized at the end of the second chapter of the second 
and subsequent editions of his essay ? 1 Professor Gide pro- 
ceeds: "He concluded that the equilibrium could be brought 
about only by a frequent reduction of the population, ef- 
fected by means of wars, epidemics, famines, pauperism, 
prostitution, and plagues, all of which, regarded from a 
higher point of view, Malthus considers really providential." 
Malthus himself, in the appendix to his essay written in 

1"1. Population is necessarily limited by the means of subsistence. 

"2. Population invariably increases, where the means of subsistence increase, 
unless prevented by some very powerful and obvious checks. 

"3. These checks, and the checks which repress the superior power of popu- 
lation, and keep its effects on a level with the means of subsistence, are all re- 
solvable into moral restraint, vice, and misery." 
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1817, 1 has considered in detail this misinterpretation of his 
doctrine, and in view of the refutation there given no 
excuse remains for its reappearance at the present time. 

The discussion of Malthus also affords an excellent illus- 
tration of how our judgment of facts may be unconsciously 
influenced by their bearing on preconceived opinions. In 
the chapter on Malthus, emphasis is laid (p. 667) on "the 
enormous and growing excess of production over consump- 
tion during recent years." "Markets are now so encum- 
bered with manufactured and agricultural products that 
governments have been obliged to raise barriers of cus- 
toms duties against the influx of foreign goods; the prob- 
lem is how to find a market for products rather than how 
to produce sufficient goods to consume." Yet in connec- 
tion with the discussion of socialistic systems (p. 456) we 
are told that the fact that many persons possess little does 
not prove that wealth is poorly distributed. "It proves 
rather that there is not wealth enough for distribution. 
What makes this problem difficult is not so much the 
unequal distribution of wealth, . . . but the insufficiency of 
wealth"; and it is carefully explained in a foot-note that 
"overproduction in any branch of industry does not neces- 
sarily imply that more has been produced than is needed, 
but more than can be purchased by those who buy the 
products of this branch of industry." 

The illustrative and descriptive matter chosen by the 
translator from the economic history and condition of this 
country is well selected, and certainly increases the value 
of the work for American students. It must be said, how- 
ever, that the book is marred by occasional errors or par- 
tial and misleading statements in regard to matters of fact, 
for some of which, at least, it would seem that the trans- 
lator must be held responsible. These are particularly 
noticeable in the chapter on banking. 2 The writer does 

lEighth edition of the essay, London, 1878, pp. 509-512. 

2It is stated (p. 403) that there are no restrictions on the issue of bank-notes 
in Scotland, and (p. 406) that the United States government lost its deposits in 
the State banks during the panics of 1857 and 1839. It is inaccurate to say (p. 
408) that under the New York free banking system the banks could deposit "such 
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not wish it to be understood that the relative merits and 
demerits of this book are in his judgment in proportion to 
the relative amount of space devoted to them in this review. 
The merits of the book are many and important ; but it will 
hardly furnish the same sort of training in economic analy- 
sis that was furnished by Mill and Walker, upon whose 
books so many of the present generation of economists 
grew up. 

The work of Professor Flux offers a marked contrast to 
that of Professor Gide. No attempt is made at anything 
like a general description of the economic structure and 
mechanism of society or a discussion of more than a few 
of the important questions of economic policy, nor, indeed, 
does the author cover the whole field of economic theory 
as it is usually presented. For Professor Flux "the interest 
of modern economics centres about the problem of value," 
and the body of the work is devoted to the analysis of the 
influences which govern exchange values of products and 
the factors of production. This is followed by chapters on 
money and the mechanism of exchange, paper currency, 
and the modes of regulating its issue, international trade, 
and foreign exchange, free trade and protection and govern- 
ment interference, with special reference to taxation. The 
analysis of the problem of value offers little room for criti- 
cism. The reasoning is clear, close, sane, and frequently 
suggestive of new bearings of familiar principles. Among 
earlier works it recalls somewhat, by its careful and sugges- 
tive analysis, Sidg wick's Principles of Political Economy, 
which is certainly high praise. There is an occasional omis 
siou of some aspect of a question which we might have ex- 
pected to find treated, as when, in discussing the adjustment 
of demand and supply where the price is fixed, the author 
considers the case of a price too low to induce a sufficient 

public stocks, bonds, mortgages, etc., as were approved by the State comptroller." 
The matter was not left entirely to the discretion of the comptroller. It is not true 
as a general statement that national banks must invest one-fourth of their capital 
in United States bonds (p. 41 1); nor is it true, as must be inferred from a statement 
on the same page, that only banks outside of reserve cities can deposit a portion 
of their required reserve in other cities, and that these deposits can be made only 
central reserve cities (here termed "credit reserve cities"). 
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supply, but not the equally interesting and important case 
of a price so high as to induce an excessive supply. Again, 
in discussing the influence of trade unions on wages, he fails 
to consider the possibility that, by preventing the employer's 
reducing his expenses through reduction of wages, they may 
lead him to introduce more efficient methods and machin- 
ery, thereby increasing the productive power of labor. Such 
omissions, however, are few, and would not call for mention 
except for the writer's evident care in covering all aspects 
of the questions he considers. If Professor Gide calls too 
little on the reasoning power of the student, it may be 
doubted whether Professor Flux does not impose too great 
a burden upon the beginner, — for whom the book is ap- 
parently intended, — a danger which is increased by his 
style, which is lacking in life and is sometimes obscure, 
particularly in the chapter on values in international trade, 
and by the lack of illustrative material drawn from economic 
life. For the student, however, who has already become 
somewhat familiar with the subject and is interested to 
pursue it, few books among those recently published will 
yield a larger return. 

There can be little question that in the distribution of 
space between the different portions of the subject Pro- 
fessor Seager's book is the best balanced of the three under 
consideration. The first two chapters are devoted to a 
sketch of the industrial development of England and of 
existing industrial conditions in this country. The next 
fourteen chapters contain an analysis of the influences 
which control the consumption, production, exchange, and 
distribution of wealth, while the last eleven treat of money 
and credit and a number of the most important economic 
problems. The matter of the second of the introductory 
chapters might perhaps be open to criticism. What the 
student needs is acquaintance with the fundamental influ- 
ences which give character to the structure and mechanism 
of modern economic society. It is doubtful whether the 
very condensed statistical account of industries in the 
United States which constitutes a considerable portion of 
this chapter will be of real service. 
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Professor Seager shows more distinctly than the others 
the influence of those recent schools of thought which find 
in the valuations by consumers the guiding thread which 
is to lead them safely through the economic labyrinth. It 
is doubtless the importance attached to this factor which 
leads him to begin his economic analysis with a discussion 
of consumption. To the present writer this reversal of the 
customary order does not seem a step in progress. It is 
true that human desires are the motive power in economic 
life, that they have a controlling influence in determining 
the direction of productive power, and are an essential 
factor in explaining the relative values of goods. The ex- 
position of the characteristic features of these desires, in 
so far as they are directed to economic goods, must there- 
fore be one of the first steps in economic analysis. But, 
surely, human desires are not the same thing as consump- 
tion. Between desire and consumption the act of produc- 
tion must intervene. No doubt production and consump- 
tion cannot be separated. They are successive and con- 
stantly recurring steps of the never-ending process. Con- 
sumption, within certain limits, is as essential to production 
as production to consumption; but, looking at consumption 
as a whole, it is much truer to regard it as the result of pro- 
duction, and governed by it, rather than the reverse, and 
the older order of treatment conforms to the actual order 
of economic processes. It is believed that a study of Pro- 
fessor Seager's chapter on consumption will confirm this 
view. Much, if not the greater part, of the matter con- 
tained in it, while excellent in itself, is, to the mind of the 
present writer at least, not essential or even helpful for the 
understanding of what follows. I would venture to ex- 
press the same opinion in regard to a considerable portion 
of the following chapter on value and price, particularly the 
portion devoted to the explanation of valuation as a social 
process. It would certainly require an exceptional instruc- 
tor and an exceptional class of beginners to discuss this 
question profitably, nor does it seem necessary to do so. 
If the recent discussion of value teaches anything, it is 
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that value depends upon quantity, and that, if we would 
understand the influences which determine value, we must 
understand the influences which determine quantity. These 
Professor Seager, a little further on, analyzes in an excep- 
tionally able manner. The beginner who grasps this analy- 
sis may safely be relieved of the strain of grappling with 
"valuation as a social process." 

It might perhaps be said even of that somewhat impos- 
ing substitute for the familiar "other things equal," the 
"normal state of equilibrium," 1 that it imposes an unneces- 
sary burden on the student. The reason given for its em- 
ployment (p. 168) is that it helps us to understand that 
real incomes are drawn from the net product of industry; 
but it certainly is not necessary for this purpose. The real 
reason for its use would seem to be found in the statement 
(p. 260) that "the law which determines the division of the 
product between labour and capital in competitive industries 
for a society in a state of normal equilibrium is, therefore, that 
each receives the share that it produces." If, as it appears 
to be, the statement of this law is the object gained by the 
use of the assumption in question, it is doubtful whether the 
end justifies the means. The basis of the law is that the 
two factors in question obtain a reward proportional to 
their marginal productivity. Professor Flux (p. 119) points 
out some of the difficulties of measuring the marginal pro- 
ductivity of the factors in question. There are other pit- 
falls connected with this conception of labor and capital 
as mutually supplementary and competing, yet distinct and 
independent factors of production. Production by means 

1 "Imagine that productive processes are brought to a state in which no further 
improvements are devised; imagine that sources of natural power assist produc- 
tion without the slightest variation from year to year, that land renews its fertil- 
ity regularly, that new mines are discovered as old mines become exhausted, and 
that the uncertainties of climate and season are temporarily suspended; imagine 
that population is stationary and that each grade of labor is self-renewing and 
self-perpetuating; imagine that the stock of capital goods is kept intact by con- 
tinuous renewal without increase or diminution; imagine that the wants of con- 
sumers are as unchanging as are all of the other conditions assumed; finally, 
imagine free, all-sided competition serving to maintain a constant correspondence 
between market and normal prices" (pp. 164, 165). The classical political economy 
has been frequently accused of making large demands on the imagination, but its de- 
mands were modest in comparison with those of the "normal state of equilibrium." 
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of labor and production by means of capital are, to a great 
extent, simply alternative ways of production by labor: 
but, further than this, is it not questionable whether the 
value of the product attributable to the marginal unit of 
a factor of production can be said to determine the produc- 
tivity of the factor in the same way as the marginal utility 
of goods determines their value? It would certainly be 
difficult to make clear to a class of beginners in economics 
that, when fertile land is so abundant that it does not com- 
mand a price, it ceases to be productive. I do not question 
the use of the "state of normal equilibrium" in connection 
with the consideration of certain problems of economic 
theory. I merely question its necessity in an elementary 
treatise and the value of the use to which it is put. 

The criticisms which have been offered are the outgrowth 
mainly of differences in emphasis and point of view between 
Professor Seager and the present writer. There are other 
portions of this part of the work, not affected by such dif- 
ferences, which are open to criticism: thus the discussion 
of Malthus's doctrine of population and the somewhat in- 
definite treatment of the influences which determine the 
value of money. Space, however, forbids doing more than 
to call attention to one curious inconsistency. Professor 
Seager maintains that land, labor, and capital are all sub- 
ject to the law of diminishing returns. The proof offered 
in the case of land (p. 114) is that, if increasing quantities 
of labor and capital are applied to a given area of land, the 
return per unit of labor and capital diminishes. The proof 
offered in the case of labor and capital is that, if increasing 
quantities of labor or capital be applied to constant quan- 
tities of the other factors of production, the product per 
unit of labor or capital will diminish. 1 Either use of the 
term "diminishing returns" may be permissible, but it 
should be used in the same sense in connection with each 
of the factors of production. 

Concerning the general clearness, soundness, and stimu- 
lating character of Professor Seager's analysis, however, 

1 Pages 128, 129. 
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there can be no question. The chapters on rent and wages 
particularly are models of clear thinking and exposition, 
and the student who masters the main principles of eco- 
nomic theory as here set forth will have laid a firm founda- 
tion for future work. Equal praise can be given to the 
chapters which deal with the practical problems of economic 
life. The discussion is comprehensive, fair-minded, and 
suggestive. Most notable, perhaps, is his sympathetic 
treatment (pp. 425, 426) of the systems of compulsory ar- 
bitration, including the fixing of a legal minimum wage, 
in the Australian colonies, and of the idea of taking through 
taxation the rental value of land in cities. To accomplish 
the latter purpose, he proposes (pp. 526, 527) a most novel 
expedient, — a combination of land and inheritance tax, 
which certainly, at first sight, appears impracticable, but 
of which it is to be hoped Professor Seager will offer 
a more extended discussion. In view of recent contro- 
versies, it may be interesting to note that all three authors 
preserve the distinction between land and capital, and rent 
and interest, and that Professors Gide and Flux accept in 
the main the quantity theory of money, although in the case 
of neither is the discussion of this question entirely clear. 
Professor Seager, as far as I can find, expresses no opinion 
on this topic. 

Henry B. Gardner. 
Bkown University. 



